Abstract
Introduction
Being in business in today's tough economic environment is hard work, with the small business owner having to keep a close eye on many parts of the business, from marketing to compliance issues up to cash flow. Now they have to worry about the adverse consequences on their small business brought about by natural disasters. There many media reports that have been given on how small businesses have been affected by climate change around South Africa, yet there little or no research that has been carried out in this area. Reference to media reports from 2006 till 2012 have given an indication of this rising crisis faced by Small and Medium Enterprises (SMEs). In 2006, flood damage to small businesses and residential premises in the Nelson Mandela Metropolitan Area was estimated at R120million (SABC News 2006) . The South African Coast Chamber of Commerce and Industry report that several businesses along Marine Drive in Durban were flooded and forced to closed down (IOL 2008) . In 2009, Cape Town was affected by floods and a famous River Club in Observatory was flooded (SABC News 2009). In 2012, damage resulting from floods in the Eastern Cape was estimated to be more than R1 billion and this does not include the economic lasses that the province faced (Macgregor 2012) . It is the SMEs that were affected the most by these realities.
SMEs owners would like to achieve growth and sustainability in their business. In order for them to achieve growth, they should guard themselves against setbacks that may hinder their progress. These setbacks may include, unexpected occurrences of theft, breakages, fires, floods, strikes, the death of the owner of the business and any other crises that may befall their business (Manning 2004) .
Crisis is an inevitable part of business today and business people cannot set it apart from regular business activity (Dumaine 1993: 123-127; Mitroff 2000; Smits &Ezzat 2003; Elsubbaugh et al 2004: 112) . Friedrich and Isaacs (2006) , state that an estimated 80% of small businesses in South Africa fail within the first five years of operation. The estimated rate of failure increases dramatically following a fire or any other major event such as floods and significant storm damage. The business person has to manage the rebuilding, the sourcing and replacement of the plant and equipment, as well as to re-supply of stock on hand (Manning 2004:6) .
SMEs play an important role as employers and in the economic growth of the modern society (Taymaz 2005; Van der Nest 2004:39; Gregory, Harvive & Lee 2002:3) . Bennett (2008:357) consented to this notion in a seminal paper by arguing that small businesses account for 99% of providers in developed countries. SMEs are a means by which governments all around the world use to improve their economies. The creation of small businesses is necessary for economic development. The same is true for South African SMEs as they are a way of redistributing wealth and restructuring society at a time the gap between the rich and poor is widening in South Africa (Hisrich, Peters & Shepard 2005:15; Floyd & McManus 2005:144) .
There is a lot of national support that is given to SMEs by the South African government and other service providers such as insurance providers are yet to play their part in supporting this sector. This research aims to highlight through quantitative research, the nature of the relationship between SMEs and insurance providers and the factors that affect this relationship. The research was done by means of a questionnaire administered to SME managers/owners. The data was analysed and the results, conclusion and recommendations will be presented in this article.
Research Problem Investigated
Longenecker, Moore and Petty (2003:612) state that short term insurance providers are not eager to insure SMEs and may even turn them down in some cases. The same view is shared by Mthimkhulu (2008: 10) , when he stated that the insurance industry prefers to deal only with established businesses. This means that an owner of a small enterprise would have to take time to educate themselves on the available products being offered by insurance providers for SMEs. Risk management is generally not something that requires immediate attention until something happens (Moore, Petty, Palich and Longenecker 2008:559) . A prudent small business owner should take the time to identify the different types of risks faced by the small enterprise and find ways to mitigate them.
In most cases, SME owners do not have the skill and time to look into risk management for their business. When a disaster occurs most businesses are unable to recover because there will be no or inadequate insurance cover to protect the business. The owner could be forced to close down their business and their employees lose their source of employment. It is therefore, important to understand the nature of the relationship between insurance providers and SMEs. A review of literature has shown that insurance providers are not willing to insure SMEs and this is the problem to be investigated. The aim of this research is to investigate whether there is a business relationship between SMEs and insurance providers and to establish the nature of the relationship.
The review of literature has shown that there is no standard definition of SMEs that everyone agrees upon, but within the definition of SMEs, many authors typically define SMEs on the basis of either annual turnover or number of employees (Robinson and Pearce 1984:80; Keats and Bracker 1988:41; SBA 2004; European Commission 2003) . This research will be using the definition that is provided by the South African National Small Business Act of 1996, which is summarised in the Table 1 . The South African SMEs sector has been neglected during much of the twentieth century following the discovery of diamonds and gold and the establishment of a modern, capitalist economy with almost exclusive control (Ministry of Trade and Industry, 1994:9) . Currently the unemployment rate is reported to be at 24, 9 percent (Statistic South Africa 2013), the SMEs sector has a major role to play in the South African economy in terms of employment creation and income generation.
SMEs employ approximately nine million South Africans and they contribute more than 60% of the national South African GDP (Mahembe 2011; Finweek 2012) . They are the vehicle by which the lowest income people in our society gain access to economic opportunities at a time that distribution of income and wealth in South Africa is amongst the most unequal in the world. However, the South African government has since identified the SMEs sector as a priority in creating jobs to solve the high unemployment condition (Rwigema and Venter 2004:396; SEDA 2007) .
Government cannot be able to achieve its goal unless other service providers give support to the SMEs industry. The main problem experienced by owners or operators of SMEs, is the difficulty in accessing the necessary support from service providers. Thus, it is imperative that significant investment (in terms of support from service providers) is made in SMEs in order to create both short term and long-term capacity for labour absorption, as well as to improve the income generation and redistribution.
The success of the SMEs sector can be aided if a relationship between SMEs and other service providers such as insurance providers is established. In the event that an SME faces a catastrophe like a fire, strike or that its employees are injured at work, they need to have insurance to cover such eventualities as such disasters may leave them vulnerable if they do not have insurance. The occurrence of natural disasters in most cases results in the loss of workers, along with key talent and organisational knowledge, from low morale, fear, physical relocation or death. The owners of SMEs need to develop recovery plans. These strategies should address the safety, health and welfare of employees before, during and after an emergency. Crisis preparedness, response and recovery are essential to help businesses begin to recover (Manning 2004) . This shows the importance of having an insurance cover in order for the business to recover from any disturbance.
The review of the theory showed that there was little or no research undertaken on SMEs and insurance, with past research predominately concentrating on large organizations. Research by Pretty (cited by Strutt 1998: 8), examined the purchase of insurance by large corporations and the benefit of the insurance program in the event of a large insurable event. The research found that as corporations increased the diversity of their products and their geographical spread of assets, they placed greater reliance on natural operating hedging, rather than transferring the risk to an insurer. This willingness to accept more of the risk themselves was found to be based on the level of diversification rather than on the actual size of the firm. The limitation of the research was that it concentrated solely on the large firms and its relevance to SMEs was not addressed (Strutt 1998: 10) .
Research has been conducted into the business protection market. The aim was to look into what the level of insurance businesses hold, what types of insurance they believe are important and what insurable risk would have the largest impact on their business, should it occur. The findings from the research highlighted the need for protection whatever type of business (Manning 2004) .
The culture of risk aversion constrains the growth of the SME sector among low-income entrepreneurs (Aliber 2002:4; OECD 2010:7) . Micro insurance is one of the ways that he identified to encourage a positive attitude towards risk aversion. Insurance provides a hedge against risk, yet insurance that might specifically assist SMEs is rear. The only way that insurance that is specifically target at SMEs, short term insurance providers should approach SMEs and establish their needs. This can be done through establishing a business relationship.
Business relationships are valuable long-term assets of a company. It is necessary to invest in such relationships and to manage this investment to ensure their repeat business (Claro 2004 ). There is a need for a business relationship between SMEs and insurance providers, as a relationship of that nature can be beneficial for both parties involved. In business-to-business relationships, firms usually customise products and services more than in business to customer relationships (Claro 2004) . For that reason, prices are seldom standardised, and calculated for each customer individually. In this case, Ryals (2006: 101-113) , recommends the value based pricing model. This means that the price a service provider charges a customer should reflect the value a customer sees the product or services that they get. As a precondition, a company needs deep insight into and detailed knowledge of the perceived value of each customer. The success of a business relationship lies in the development and the growth of trust and commitment amongst partners (Brink and Berndt 2004:30) . If there is a relationship that is created between short term insurance providers and SMEs, it will be easier for short term insurance providers to establish the insurance needs of SMEs.
Short term insurance is defined in the short-term insurance Act as providing benefits under short term policies which means engineering policies, guarantee policies, liability policies, miscellaneous policies, motor policies, accident and health policies, property policies or transportation policies or a contract comprising a combination of these policies (Short-Term Insurance Act 1998).
Households and businesses buy insurance to transfer risk from themselves to the insurance company. The insurance company accepts the risk in return for a series of payments, called premiums. In the insurance industry, underwriting is the process used by insurance providers to determine whom to insure and what to charge. During a typical year, insurance providers collect more in premiums than they pay in claims. Insurance providers are a major source of short and long term financing for businesses (Boone and Kurtz 2003:561) .
Insurance providers may be a good source of funds for SMEs especially those involved in real estate ventures. The business owner can go directly to the insurance company or contact its agent or a mortgage banker. While insurance providers have traditionally engaged in debt financing, they have more recently demanded that they be permitted to buy an equity share in the business as part of the total package (Megginson et al. 1997:12) . This means that they become partners and relationship building between the two becomes an essential element.
The concept of relationship building emanates from the theory of relationship marketing. Boone and Kurtz (2003:409) define relationship building as developing and maintaining long term, cost effective exchange relationships with individual customers, suppliers, employees, and other partners for mutual benefit. Relationship building involves the whole organisation and its stakeholders. Trust is a major component of the relationship building process. The term relationship refers to voluntary repeat business between a supplier and a customer where the behaviour is planned, cooperative, intended to continue or mutual benefit and is perceived by both parties as a relationship. Using this approach means that repeat purchase through lack of alternative suppliers or the operation of loyalty schemes cannot be defined as relationship marketing (Little and Marandi 2003:23 ). An ongoing interaction between insurance providers and SMEs means that there will be an improvement on the services that will be provided to SMEs.
Research Objectives

Main Objective
The main objective of the research was to determine which factors have the most influence on relationship building between SMEs and Insurance providers.
Secondary Objective
To investigate if having an insurance policy and having been approached by an insurance broker has an effect on the establishment of a business relationship between SMEs and insurance providers.
Hypotheses
Primary Hypothesis
H0: The level of training in the field of short term insurance and the factors influencing the purchase of insurance by SME managers or owners has no effect on their relationship with insurance brokers; H1: The level of training in the field of short term insurance and the factors influencing the purchase of insurance by SME managers or owners has an effect on their relationship with insurance brokers;
Secondary Hypothesis
H0: SMEs who have an insurance policy and have been approached by insurance broker do not have a business relationship with insurance providers; H2: SMEs who have an insurance policy and have been approached by insurance broker have a business relationship with insurance providers.
Methodology
An empirical research was carried out, using a questionnaire which was administered to owners or managers of SMEs in the Nelson Mandela Metropolitan area. Data was collected through a survey type structured questionnaire that was developed, pretested and validated. The questionnaire was administered to the owners or managers of SMEs in the Nelson Mandela Metropolitan Area. The target population for the research was business owners within the Nelson Mandela Metropolitan Area. They form part of the complete group of specific population elements relevant to the research project. A sampling frame was drawn from the population and from that the actual sample was derived. The population and the sample for this study is illustrated in Figure 1 . 
Sampling technique
The sampling technique that was used was cluster sampling. It was most suitable for because there was heterogeneity between subgroups and homogeneity within subgroups. The SMEs were divided into clusters according to the number of employees as this is consistent with the definition of SMEs which was used for this research. The different clusters had SMEs that had the same number of employees as one cluster, one cluster contained small businesses and the other had medium sized businesses as illustrated: 
Sample size
The level of sampling error one is willing to accept in a research influences the sample size. In reality the sample statistic is known but the population statistic is unknown, so, the difference between the sample and the population value can be assessed in terms of the likelihood that a sample value differs by a certain value from the population value (Leedy 2005:35) . Cooper and Schindler (2003:190) , recommend that since researchers can never be 100% certain that a sample reflects its population; they must decide how much precision they need and in making this decision. It was estimated that there were approximately 2400 registered SMEs in the Nelson Mandela Metropolitan Area. The sample size was then calculated using 95% confidence interval with a margin of error of 5%, the sample size was 332 SMEs. There were only 203 respondents who gave back their questionnaires, which represents a 61% response rate.
The data instrument used to collect data was in the form of a self administered questionnaire distributed to SMEs in the Nelson Mandela Metropolitan Area. The instrument was validated and reliability was tested using Chi-square test and Cronbach's alpha. The Chi-square test was used to test if a sample of data came from a population with a specific distribution. The data was analysed by using Statistica and Statistical Package for the Social Sciences (SPSS). The statistical method which was used to analyse the data is descriptive statistics, Cronbach's alpha, correlations, simple regression analysis and multiple regression analysis.
Research Results
The statistical analysis conducted illustrate the extent to which the results yielded answers to the research objectives that underpin the research conducted. The main objective of the research was to determine which factors had the most influence on relationship building between SMEs and Insurance providers. To achieve this objective a questionnaire was administered to SME owners or managers, the following is a profile of the respondents in Table 3 and the size of the business in Table 4 . The majority (65%) of the respondents were small businesses and a few of the respondents (35%) medium sized businesses who participated in the research. The majority of the respondents were owners of SMEs (40.4%), followed by supervisors (26.1%), middle management (17.7%) and lastly partners (5.4%). This affirms studies carried out by Mutezo (2005: 81) on SMEs in Tshwane where 86% of the respondents were owners of the business. This shows that most SMEs are managed by their owners.
Biography of respondents
Descriptive Statistics
The descriptive statistics that are provided help to explain the different variables that were used for the hypothesis testing and to help achieve the research objectives for this study. A large number of the respondents (83.3%) had not received any form of insurance related training and only 16.7% of the respondents received insurance training. The study shows that, 72.1% of the respondents want to be trained on short term insurance related matters and 27.9% do not want any training. Sixty six percent of the SME managers/owners who participated in the research had been approached by an insurance broker within the past six months and 34% had not been approached. These variables were used to establish the existence of a relationship between SMEs and insurance providers.
Hypothesis Testing
Researchers must demonstrate instruments are reliable since without reliability, results are not replicable. Reliability analysis can be used to measure the consistency of a questionnaire. Cronbach's alpha is the most common form of internal consistency reliability coefficient. Cronbach's alpha ( ) indicates the overall reliability of a questionnaire and values around 0.8 and 0.7 are good for ability tests (Field 2009:675) . The following is a table summarising the results of the reliability tests done on the two hypothesis tested for this research. 
Reliability tests
Primary Hypothesis
Having training, the factors influencing the purchase of an insurance policy and having a business-to-business relationship, all had high reliabilities, all Cronbach's =.7. A multiple regression analysis1 as well as, Analysis of variance (ANOVA) were employed to test statistically, the significance of the null hypothesis. The value of R² in Model one is .095, which shows that insurance training account for 9.5% of the variation in SMEs business-to-business relationship with insurance providers. Model two which regresses the factors influencing the purchase of insurance policy by SMEs and their business-to-business relationship has R² = .307, which means that these factors account for 30.7% of the variation in SMEs business-to-business relationship. 2 The next table of analysis is the ANOVA. (Field 2009:173) . 2 (Field 2009:173) . ANOVA aims to show whether the model, overall, results in a significantly good degree of prediction of the outcome variable (Field, 2009:208) . When tested at 95% confidence interval and 5% margin of error, the results reported that training and the factors influencing the purchase of insurance have a significant effect on the business-to-business relationship between SMEs and insurance providers. This can be seen from a p-value of .000 in table 6, which indicates significance of the model. It was further observed that the factors that influenced the purchase of insurance such as the brand name of insurer (p = .003), affordability (p = .002) and advantages (p = .02) have a significant effect on the business-to-business relationship between SMEs and insurance providers. Statistically this means that these factors can determine the existence or non existence of a business-to-business relationship between SMEs and insurance providers.
Multiple regression, is a technique employed to account for (predict) the variance in a dependent variable. It can establish that a set of independent variables explains a proportion of the variance in a dependent variable at a significant level (Garson, 2009). 2 The correlation coefficient squared (known as the coefficient of determination R², is a measure of the amount of variability in one variable that is shared by the other.R² is used to show how much of this variability is shared by predictors
The correlation coefficient squared (known as the coefficient of determination R², is a measure of the amount of variability in one variable that is shared by the other.R² is used to show how much of this variability is shared by predictors
Statistically, the null hypothesis is rejected and the alternative hypothesis is accepted. It is concluded that:
The level of training in the field of short term insurance and the factors influencing the purchase of insurance by SME managers or owners has an effect on their relationship with insurance brokers.
Secondary Hypothesis
The type of insurance, having an insurance policy, approached by insurance broker and business-to-business relationship, all had high reliabilities, all Cronbach's = .8. ANOVA (Analysis of variance) as well as multiple regression were used to test the statistical significance of the hypothesis. There are two models that were fitted into our multiple regression analysis. The first model, Model one included having an insurance policy and being approached by broker. These factors had an effect on business-to-business relationship between SMEs and insurance providers, F (2.163) = 7.23, p< .05. Model two included the type of insurance held by SME owners/managers for their business and this was also found to be significant with a p<.05. It was further observed (refer to the table above) in the first model that being approached by an insurance broker is significant (p = .000) in predicting the business relationship between SMEs and insurance providers. Whilst having an insurance policy (p> .05) is not necessarily a predictor of having a business relationship with insurance providers.
In model two, having an insurance policy that covers buildings, electronic equipment, stock & money, personal liability, employees liability and other insurance policies were seen to be significant with p-values less than .05. The graph illustrates that 79.5% of the respondents who agreed to having been approached by an insurance broker and 38.9% who agreed to have an insurance policy also agreed to having a business relationship with an insurance company. Of those who had not been approached by an insurance broker 20.5% said yes to having a business relationship with an insurance company, 61.1% respondents without an insurance policy had a business relationship with insurance providers.
The study shows that 62.2% of the respondents who did not have an insurance policy did not have a relationship with an insurance company, and 63.4% who were not approached by an insurance broker did not have a relationship with an insurance company. The results also illustrated that 36.6% of the SMEs who were approached by an insurance broker did not have a business relationship with an insurance company. Of those respondents who had insurance policies 37.8% did not have a relationship with an insurance company.
Hence, statistically we reject the null hypothesis and conclude that alternative hypothesis which states that: SMEs who have an insurance policy and have been approached by insurance broker have a business relationship with insurance providers is accepted.
The primary and secondary null hypotheses were both rejected and the null hypotheses were accepted. The results illustrated that there were many factors that influenced the business-to-business relationship between SMEs and insurance providers. The main factors such as the brand name of insurer, affordability and advantages had a significant effect on the business-to-business relationship between SMEs and insurance providers. The results also highlighted that, there was a significant relationship between businesses that had been approached by insurance brokers and their having a business-to-business relationship with an insurance providers.
Conclusions
The main objective of the research was to determine which factors have the most influence on relationship building between SMEs and insurance providers. The conclusion reached through the results is that factors such as the reliability of an insurer, staff knowledge and brand name of the insurer have a great impact on the decision made by SME to build a relationship with insurance providers. Research revealed that the respondents who had been approached by an insurance broker, 79.5% of the SME owners/managers had a business relationship with an insurance provider. This helps to reach a conclusion that any form of interaction between SME owners/managers and insurance providers helps to facilitate a business relationship.
The results reveal that only 16.7 % of SME owners/managers had any form of training on short term insurance and most of them (72.1%) want to be trained in this field. The training of SME owners/managers is crucial for the relationship building process between SMEs and insurance providers. This shows that SME owners/managers had not been offered any form of training or informative workshops by insurance providers. Although, more than half (66%) of SMEs had been approached by an insurance broker. This leads to the conclusion that SMEs are not aware of the different insurance products that are available to them in order to mitigate the risk they face. There is unpredictable weather phenomenon that is occurring around world. These adverse conditions can result in floods, fires and other natural disasters, because of these and many other disasters that can occur SME owners/managers need to be prepared. The South African government can put in place legislation that enforces SME owners/managers to have insurance policies that cover their employees and their assets. This is a way to ensure that SMEs are protected from any form of crisis that may result in their closure and resulting in the owners and their employees going to the job market and adding on to the list of the unemployed.
Managerial Recommendations
The study has shown that there are many factors that influence the business relationship between SMEs and insurance providers. It is recommended that insurance providers should increase their interaction with SMEs. They need to hold frequent workshops for SMEs where they can get a chance to inform them of their various product offerings. Insurance providers can hold research programmes twice a year, where they can be able to find out what sort of insurance cover they need to offer SMEs and at the costs that they can afford.
One of the major factors that influenced the relationship building process between SMEs and insurance providers is the reliability of the insurer (96%). Insurance providers can use workshops, road shows and they can hold summits where they can invite SMEs. This will give them a chance to interact with their clients and create a platform where they can provide information concerning their premiums and pay outs when a claim has been made. Insurance providers need to build a relationship with SMEs and trust should be the foundation. They need to train their staff on how to deal with SME owners/managers, their products and payment plans as well as claims. This is all part of the relationship building process.
The study revealed that 72.1% of the SME owners/managers want to be trained on insurance. Insurance providers can therefore, hold frequent workshops and training sessions with SME owners/managers so that they can have an understanding of the type of insurance policy covers that their businesses need , the premiums and how insurance claims can work for them. Based on the number of SME owners/managers who have been trained, insurance providers are not holding needs analysis with their client (SMEs). It is required under the South Africa. Financial Advisory and Intermediary Services (FAIS) Act 37 of 2002 that they hold educational workshops, to enable them to get the needs of their clients and offer them products that suit their financial bracket. This is in breach of the requirements stipulated by this Act. SME owners/managers expressed an interest in short term insurance by indicating their willingness to be trained in this field. There were 83.3% of SME managers/owners who had not received any form of training or workshops on insurance. This suggests that insurance providers are not complying with the code of conduct that is provided in the Financial Advisory and Intermediary Service Act of 2002. The government needs to ensure that insurance providers follow the law and if they fail to meet the requirements stiffer penalties need to be introduced. In other words, the government should amend the Act and introduce stiffer penalties to those who default. The government can also look into giving incentives to insurance providers so that they develop insurance products that suit the particular needs of the SME sector. This would result in a more stable and sustainable SME sector which will create jobs and help with the fight against poverty.
